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Summary of Board Due Diligence 

 

 

In recent years, Frisbie Memorial Hospital (“Frisbie”) has experienced many of the challenges 

typical of small independent hospitals. But the impact on Frisbie has been tremendous. For the last 

two fiscal years, Frisbie has incurred operating losses of approximately $23 million and $20 

million due to decreased reimbursement and escalating costs. Those losses are spiraling given such 

trends as continued reductions in reimbursement from Medicaid and managed care payors, and 

reduced payments as more of the cost of care is shifted to patients in high deductible plans, 

increasing uncompensated care. Adding to the situation, in 2017 Frisbie incurred a substantial 

expense in implementing a computer conversion to provide needed clinical and financial systems, 

resulting in depletion of cash reserves. 

 

In 2018, Frisbie retained Prism Healthcare Partners (“Prism”), a healthcare consulting firm that 

helps hospitals and health systems improve financial, operational and clinical performance, to 

evaluate Frisbie’s operations. In an April 2018 presentation to the Board of Trustees, the projection 

was that Frisbie would not be able to sustain its capital needs and that its baseline cash would 

completely deplete that fiscal year. Frisbie’s estimate of its debt service coverage ratio was 

estimated to continue to stay in the negative over the next five years.  

 

Prism made recommendations on measures to reduce costs. Frisbie implemented many of these 

recommendations, and this implementation has slowed the rate at which Frisbie is losing money. 

But the fact remains that Frisbie is operating at a loss, not a profit.  

 

Frisbie’s Efforts to Find a Strategic Partner  

Recognizing its financial straits, in the summer of 2018, Frisbie began outreach to search for a 

strategic partner. When it began its search, the most important factors for Frisbie were access to 

capital and maintaining high quality care. Frisbie also considered the potential partner’s 

commitment to the community; complementary services; reputation and culture; staff 

considerations; local board representation; the MD network; and not-for-profit status. (Id.) 
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